We consider the effects of immigration and ethnicity on entrepreneurship, distinguishing between the individual traits and the environmental characteristics. We look beyond the resource-opportunity framework and occupational choice: culture and values matter. Yet, instead of assigning the latter to specific ethnic features, we relate them to both immigration, and to the social environment defined by the share of immigrants, and by ethnic diversity. Empirical evidence we provide is based on Global Entrepreneurship Monitor UK data, [2003][2004][2005][2006][2007][2008][2009][2010][2011][2012][2013]. Having more immigrants in the locality enhances entrepreneurship. With increase in ethnic diversity, the likelihood of being engaged in start-up activity decreases, then increases.
INTRODUCTION
'The banker said: "It's a slum! It's still getting some immigrants!"' (Jacobs, 1961: 11) In this paper, we examine the relationship between immigration, ethnicity and entrepreneurship, arguing that it is not a straightforward one, and that to understand it, one has to consider culture, values and attitudes. Furthermore, the values and attitudes cannot be explained by reference to specific ethnic traits alone. We posit that focusing on values and attitudes help us to understand why starting a new business is more likely for immigrants than for others, and why their presence in the local neighbourhood has a positive effect on entrepreneurship in the local community as well. We emphasise that what is often attributed to 'self-selection' and the dynamism of individual migrants characterised by entrepreneurial skills, may be confounded with a positive externality that they produce for the local community. This chimes well with the contention that areas that absorb large in-flows of immigrants also gain in social diversity, which is an important factor in enhancing local entrepreneurship (Jacobs, 1961; Lee, Florida and Acs, 2004; Smallbone et al. 2010; Efendic et al. 2015) . This is a slightly different angle of diversity, compared to that considered by Florida et al. (2004) , whose main focus relates to 'creative class'. To test the effects of diversity on entrepreneurial entry more directly, we use data on ethnicity and utilise a simple but effective measure: the ethnic Herfindahl Index. The evidence we obtain suggests that ethnic diversity has a non-monotonic, J-shaped effect on entrepreneurship. We explain this effect by distinguishing between 'ethnic pluralism' and 'ethnic polarisation', drawing on Effendic et al. (2015) .
Combining the elements presented above, the overarching aim of this paper is to examine how aspects of both immigration and ethnicity, which may be taken as associated with entrepreneurial values, affect individual entrepreneurial entry. To achieve this, we adopt a multilevel conceptualisation, where both the individual traits of immigration and ethnicity, and the local neighbourhood characteristics related to those, affect individual entrepreneurship, understood as engagement in a start-up activity. Moreover, both the individual and the environmental effects of immigration may be easily confounded with the effects of ethnicity; and we make a contribution by disentangling those aspects. In our empirical analysis we use individual level data drawn from the UK Global Entrepreneurship Monitor (GEM), covering eleven years: 2003 to 2013. To test our hypotheses, we apply a multi-level estimator in a form of a logit model, enhanced with random effects corresponding to UK local administrative units. Our dependent variable is engagement in startup activity (nascent entrepreneurship). Here, following the standard GEM definition, nascent entrepreneurs are individuals between the working ages of 18 to 64 years, who have: taken some action towards creating a new firm; expect to own at least a share of the new business;
and have not paid any salaries and wages for more than three months. In turn, immigrants, are those born abroad, as in Levie (2007) and Levie and Hart (2011) . The ethnicity variable is based on fifteen ethnic categories as defined by the Office for National Statistics and adopted by GEM UK.
The study makes a contribution to the literature in three ways. First, integrating individual and environmental level explanatory variables related to immigration and ethnicity in a single conceptual framework enables us to solve some of the ambiguities confounding the literature.
Here we follow the emerging literature on regional entrepreneurship that adopt multi-level theory and econometrics and utilise GEM dataset (Bosma, 2009; Stuetzer et al., 2014; Hundt and Sternberg, 2014) . The stress on locality and neighbourhood in explaining entrepreneurship can be traced back to Jacobs (1961) .
ii Second, we contribute to a narrower knowledge on entrepreneurship, ethnicity and immigration by testing the empirical reach of the theory at a sub-regional, local level, which until now, notwithstanding its importance, has been overlooked in empirical quantitative research.
iii Third, and related, our results suggest that in addition to the individual effects of immigration and ethnicity, the environmental aggregated effects of these two characteristics are important for entrepreneurship. In particular, we argue that the critical factor of local entrepreneurship is not just that the immigrants arrive with unique knowledge and skills that they utilise in their own newly created businesses, but also that they produce positive local spill-over effects. A similar logic applies to ethnic mix, albeit here the environmental effect is non-monotonic. What links our interpretation of these two effects is that we see them as operating through increased diversity and we explain this by building directly on Lee et al. (2004) , yet complementing their reasoning with the social psychology argument.
The rest of the paper is structured as follows. The next section discusses the theory, including how this may help in explaining why immigrants show a higher propensity of becoming entrepreneurs than indigenous people, and how they may have an indirect positive local impact on entrepreneurship. In a similar manner, we discuss the effects of ethnicity. Then, we outline the methodology and present the database we drew upon. Following from this, we summarise the results of the logit random effects regressions, which correspond to the formal tests of the hypotheses. Finally, we offer a discussion and draw some policy implications.
THEORETICAL FRAMEWORK AND HYPOTHESES
We wish to explore the following set of questions. Why are immigrants more likely to become entrepreneurs that indigenous people? Why are the members of ethnic minorities more likely to become entrepreneurs? These two questions relate to individual effects on entrepreneurship. We supplement them with questions related to the contextual effects of factors operating at local level. Why might there be an effect of local ethnic diversity on individual entrepreneurship? Why might the local presence of immigrants have a positive effect upon individual entrepreneurship (of both immigrants and non-immigrants)? We will start with the individual level.
Immigrants as entrepreneurs
Immigrants can be attracted to entrepreneurship through both push and pull factors, and we will consider these in turn. Parker (2009) discusses the push factors that lead immigrants towards self-employment, combining them under the heading of 'blocked mobility' (p. 176).
These factors include formal and informal barriers, due to which some labour market opportunities in paid employment are more difficult to realise for many immigrants, who are therefore likely to be pushed into self-employment. Here, formal barriers may include nonvalidated foreign qualifications, or more radically not having a legal right to work altogether.
In the latter case, self-employment remains an attractive form of work as it enables immigrants to escape detection by the authorities (Parker, 2009) . Informal disadvantages that may close options in paid employment relate to language, cultural differences, prejudices and discrimination (Bolívar-Cruz et al., 2014) . All these factors imply that some immigrants may start a business as a means of economic survival (Basu, 2006) , but even more likely due to the lack of jobs corresponding to their level of qualifications (Levie, 2007; Ram, Theodorakopoulos and Jones, 2007) .
However, in addition to the necessity motive, there may be a link between the capacity to spot and realise economic opportunities, and immigration. The decision to migrate may be seen as an entrepreneurial decision, which implies risk-taking. It is based on the expected realisation of economic gains from moving somewhere else, under conditions of limited knowledge and uncertainty. As argued by Parker, immigrants are 'self-selected risk takers by virtue of their willingness to leave their homeland to make their way in a foreign country' (Parker, 2009: p. 176; also: Neville et al., 2014) . This is confirmed by Levie (2007) who found that in the UK, immigrants are characterised by different attitudes to risk than UK life-long residents and alongside that, by higher levels of confidence in their own skills.
The argument above focuses on what could be the perceived inherent characteristics of immigrants; characteristics that were already there before the actual act of moving abroad:
immigrants may be seen as self-selected individuals who have the capacity to identify opportunities and possess the attitudes conducive to realising entrepreneurial opportunities.
This stresses the role of subjective aspects in explaining the entrepreneurial propensity of immigrants. At the same time, however, it is also the objective situation of being an immigrant, of being somebody different to the natives, that itself triggers entrepreneurial opportunities.
This advantage is explained by Bolívar-Cruz et al. (2014: p.32) : 'migrants, having come from elsewhere … see the world differently to life-long residents and as a result see a wider set of opportunities in their local area'. A similar argument is developed by Basu (2006) , who posits that the higher opportunity recognition by immigrants is based on the involvement in dual cultures, on the radically different prior experience compared to non-immigrants, and on the higher creativity that results from it. Thus, an additional different pool of knowledge and worldviews may give immigrants an advantage in opportunity recognition.
We may also note, that once we emphasise that the advantage of immigrants relates to combining the knowledge they brought with them with the local knowledge they learn in the host country, the argument may be generalised, and also extended to non-immigrants. Namely, non-immigrants when exposed to immigrants in their neighbourhood may also be capable to source new knowledge and combine it with their own. This is an argument we will consider later on when discussing the impact of diversity in local areas.
Individual effects of ethnicity
Next, we turn to the individual effects of ethnicity. Separating the latter from immigration is important; yet, as argued by Basu (2006) , business ownership among ethnic minorities is used interchangeably in the literature with the notion of immigrant entrepreneurship (see also: Ram et al., 2017) . This leads to confusion. For example, in the context of Europe, and Britain as a destination country in particular, many immigrants may be culturally and ethnically close to the indigenous people.
More generally, ethnic minorities may or may not have equally strong linkages as immigrants to their countries of origin (Basu, 2006) . Likewise, some of the ethnic minorities may already be well established with relatively strong within-country links, external to their community. In contrast, both types of links (weak within the host country, and strong with the country of origin) were the key factors we emphasized with respect to immigrants.
Moreover, we do not posit arguments that relate to specific characteristics of particular ethnic cultures, seen as a factor in self-selecting into entrepreneurial entry. Conceivably, the availability of some resources may be typical to various ethnic groups regardless of their specific identity (Bolívar-Cruz et al., 2014; Levie and Hart, 2013) . It is found that ethnic minorities generally are characterised by higher entrepreneurship rates, even if the latter vary significantly amongst the different ethnic groups (Basu, 2006) . This may follow from the fact that ethnic minorities may have strong in-group social capital (Ram et al., 2007) . Both Aldrich and Kim (2007) and Light and Dana (2013) emphasise that typically, start-up teams are formed by relying on a close-knit social neighbourhood. The latter implies that these entrepreneurs can rely on a specific set of resources, such as'access to relatively inexpensive, reliable, trustworthy labour; access to finance from within the ethnic community -the trading experience of many migrant communities -and cultural features such as strong family structures' (Ibid., p. 589). In addition, many of these start-ups address the needs of co-ethnic populations residing in the vicinity (Ram et al., 2007) . Typically, these new ventures are not started on arrival; a more distinctive pattern is where the newcomers first work for existing ethnic businesses, only to start their own companies later on (Levie, 2007) . another way, a cosmopolitan flair (Figueira et al., 2016 (Schwartz, 1990 (Schwartz, , 1992 (Schwartz, , 2009 , one can map values in order to consider which ones associate most closely with entrepreneurial behaviour, both directly and indirectly, via their patterns of conflict and compatibility. Schwartz's theory points to an important aspect of individualism: openness to change (contrasted with conservation) that in turn drives independence, proactiveness, novelty, and risk-seeking behaviour, all of which are associated with entrepreneurship. Next, drawing on the results from social psychology research discussed by Pettigrew (1998), we posit that it is the experience of exposure to diversity that leads to a shift in values. Over time, this in turn converts into the local culture, which becomes conducive to entrepreneurship and innovation (Feldman, 2001) .
Regular face-to-face contacts with representatives of different cultures, as for example contacts resulting from common participation in the local educational system by both pupils and parents, may diminish prejudice and 'lead to a less provincial view of outgroups in general' (Pettigrew 1998: p. 72) . This, in turn, results in the 'generalisation from the immediate outgroup to other outgroups'; that is, participation in intergroup leads to 'greater acceptance of minorities of many types' (Pettigrew 1998: p. 75) . Therefore, experience of ethnic pluralism is a precedent of social norms that generalise into the approval of non-standard behaviour, experimentation and innovation. Stephan and Uhlaner (2010) argue that the presence of those supportive social norms leads to higher levels of entrepreneurial activity.
The value perspective we emphasise here complements more traditional lines of reasoning that stress the significance of knowledge diversity. The local presence of diverse knowledge is associated with the identification of entrepreneurial opportunities. This knowledge can be created in various regionally-embedded organisations -such as universities, trade associations, local innovative firms, and other stakeholders that offer technical, financial and networking services (Feldman, 2001 ). Yet, the quantity and quality of the entrepreneurship-relevant knowledge also depends on the regional composition of the adult population, with diversity being an important dimension (Lee et al., 2004) . Diversity implies that there are more opportunities to combine elements of knowledge to create new insights. Thus, the entrepreneurial process is facilitated by spatial proximity of diverse knowledge owners and diverse potential users (Florida, 2002) .
However, the values and the knowledge perspectives on diversity are difficult to separate;
as Estrin, Mickiewicz and Stephan's (2016) argue, what and from whom we learn is strongly associated with values we attach to different sources of knowledge. The sources of knowledge we value are those that we pay attention to. Once we appreciate ethnically-defined outgroups, we are ready to learn something novel.
Taking stock, all this could lead us to conclude that entrepreneurship is always facilitated by the sustained presence of an ethnically diverse population in the locality. However, this optimistic conclusion may be simplistic. Efendic et al. (2015) moves this discussion forward by distinguishing between two types of diversity: one representing local ethnic pluralism and another one corresponding to ethnic polarisation (fractionalisation), and find entrepreneurship correlated with the former but not with the latter. Here, it is the ethnic pluralism, not just any form of diversity, which corresponds to the values of tolerance supporting experimentation, a broader knowledge base, and more generally wider access to resources -human capital in particular.
As already argued, a diverse ethnic mix may bring together various abilities, different experiences and ways of thinking related to a variety of cultures; this in turn may lead individuals towards innovation, experimentation and creativity (Alesina and La Ferrara 2005; Florida 2002 Florida , 2005 Lee et al. 2004; Smallbone et al. 2010) . Thus, the conditions of diversity are conducive to a larger and more diversified pool 'of underexploited knowledge useful for commercialisation of new ideas' (Marino et al. 2012 ). Yet, at the same time, to transform an environment into one that supports entrepreneurship, diversity also has to come with low communication barriers, which makes access to this knowledge and its utilisation relatively easy (Audretsch et al. 2010; Efendic et al. 2015; Lee et al. 2004; Marino et al. 2012; Smallbone et al. 2010 ).
Here, the distinction introduced by Efendic et al. (2015) The key question, however, is how to distinguish between ethnic pluralism and ethnic fragmentation. Efendic et al. (2015) rely on survey data, and direct, subjective distinction by the respondents, but this method imposes constraints on the size of the sample, unlike objective indicators. The latter imply drawing some inferences from the ethnic composition in the local area and this is the direction we follow. At the one end of the spectrum we see communities characterised by the presence of many ethnic groups, of which none plays a dominant role.
Frequent, longer term experience of cross-group relations leads to recategorization: seeing others as members of a larger group, and less as members of outgroups (Pettigrew, 1998 (Fairchild, 2009 ).
Finally, further along the axis of concentrated ethnic structure we arrive at a situation where one ethnic group dominates the local ethnic composition. This may be associated with strong 'in-group' social capital, which now covers the whole locality, even if advantages from diversity are lost.
Taking stock, our argument here implies a U-shaped relationship between entrepreneurship and the degree of concentration in the local ethnic structure.
Environmental effects of immigration
Immigrants come with new knowledge that they can commercially exploit via
entrepreneurship. Yet, this knowledge may also be commercially exploited by others through starting new businesses. Although some empirical analyses indicates that immigrants as a group proportionately create more new firms than the indigenous population (Boschma and Fritsch 2009; Kalantaridis and Bika 2006; Lee et al. 2004; Levie 2007; Levie and Hart 2013) , others found no support for this proposition (Hansen and Niedomysl 2009; Stuetzer et al. 2014 ).
However, the ambiguity of empirical findings may relate first to potential displacement effects caused by immigration, and second to not being able to distinguish between the individual level and the environmental effects of immigration. Indeed, arguments related to the knowledge spill-over effects of entrepreneurship (Audretsch and Keilbach 2007) can be applied to the spill-over effects resulting from the presence of immigrants. We expect, therefore, that a higher share of immigrant population in the neighbourhood -indicating a wider knowledge base within the community -will have a positive effect on an individual's likelihood to engage in start-up activities.
Moreover, again we may see the presence of immigrants as a parallel indicator of diversity, corresponding, therefore, not only to a rich pool of knowledge and ideas, but also coming with the potential to amplify values conducive to entrepreneurship, recalling the line of argument already presented above. To consider the share of immigrants as indicative of diversity and therefore associated with entrepreneurship is not a novel argument; it has been already articulated by Lee et al. (2014) , who consider the share of immigrants as an indicator of the 'melting pot', a term that is not far from our concept of 'pluralism' we already discussed.
However, we prefer the label of 'pluralism', as it signals the complexity of social structures that support inter-group cooperation without supressing specific, decentralised pools of knowledge. From the entrepreneurship perspective, these original pools of knowledge retain value when they do not melt.
Hypotheses
The discussion so far can now be brought together into four hypotheses, which correspond to the four factors of entrepreneurship considered above, first with respect to the individual level and next with respect to the locality. Thus, we posit:
H1: Individual immigrants are characterised by a higher propensity to engage in nascent start-up activity.
H2: Members of ethnic minority groups are characterised by a higher propensity to engage in nascent start-up activity.
H3: Individuals living in localities with a higher share of immigrants are characterised by a higher propensity to engage in nascent start-up activity.
H4:
The relationship between ethnic diversity in a locality and the individual propensity to engage in nascent start-up activity is non-linear, U-shaped.
DATASET AND METHODS
In this section, we discuss the datasets used in our empirical analysis including the variables representing individual and regional characteristics. Following on from this, we describe our estimation strategy.
The individual level data is drawn from the 2003 to 2013 pooled Global Entrepreneurship
Monitor (GEM) UK database based on the annual adult population surveys. It consists of random samples, stratified by region, of the working age (16 to 64 years) population. It was compiled via a CATI telephone survey using random dialling techniques of fixed and mobile numbers by a professional marketing company (Bosma et al., 2012) . Accounting for incompleteness of data in the variables we use, our effective sample size varied from 97,371 to 97,854 usable cases, depending on the model (see Table 2 below).
Individual level: dependent variable and predictors
Our dependent variable is nascent engagement in setting up a new business venture activity, which we take as our empirical proxy for entrepreneurship. It denotes individuals who have taken some action towards creating a new firm in the past year, expect to own at least a share of the new business and have not paid any salaries and wages for a period exceeding three months. These are the standardized criteria specified by GEM (Bosma et al., 2012) .
To test Hypothesis 1, following Levie (2007) and Levie and Hart (2011) , we define immigrants using a dummy variable for which the value of one refers to those born abroad.
Parallel to this, internal regional migrants (in-migrants), are 'those who re-located home from another region of the UK': (Levie, 2007: 143) . Life-long residents are in turn treated as a benchmark category.
v Ethnic affiliation of the respondent is based on the self-reported statement answering the GEM survey question, which distinguishes between fifteen ethnic categories as defined by the Office for National Statistics in the UK. However, some of these come with low frequencies that lead to difficulties in estimation. For that reason, we combined a few categories, including mixed ethnic, and some Asian ethnic groups, resulting in eight categories as will be described below. We will consider 'White British' as the benchmark category, representing majority ethnic membership; the contrasts with this category will be utilised to test Hypothesis 2.
Finally, in the literature on entrepreneurship, age, gender, education, (initial) employment status, income, and current business ownership and management have all been shown to affect an individual's propensity to engage in entrepreneurial activity. vi These variables may also be associated with immigrant versus non-immigrant status, and with ethnicity, and hence there is a need to control for them in order to isolate the independent effect of immigration and of ethnic minority status on the probability to engage in start-up activity.
Regional level predictors
In our specifications, we include three dimensions, following the Hypotheses 3 and 4 we presented in the theoretical section above. These are: (i) the Ethnic Herfindahl index, (ii) mean presence of individuals born outside the UK in the local authority area, and -as a controllikewise (iii) the mean of internal migrants (in-migrants) -those born in another region within the UK. We will discuss all three measures in turn. Other unobserved regional characteristics are captured by regional effects included in our multilevel estimations, as presented below.
The Herfindahl Index is constructed in a standard way by adding the squares of shares of In addition, two other neighbourhood characteristics that we include are: the average number of immigrants in the neighbourhood (for Hypothesis 3) and internal migrants (both as defined above). In addition, we include random effects related to the territorial units (at the local authority level). Last but not least, we also include annual time dummies. Estimation strategy
We apply a logit estimator to predict the probability of an individual to engage in start-up activity. In order to get a more consistent estimator we augment the model with the local authority (random) effects, resulting in multi-level design. Denoting as related to individual characteristics and as referring to regional characteristics, the model has the following general structure (see e.g.: Greene and Hensher, 2010):
Here y represents observed entrepreneurial entry, a dummy variable, for which 1 corresponds to being engaged in nascent start-up activity. In turn, y* is the unobserved utility of entrepreneurial entry with mean at zero. Regarding explanatory and control variables denoted as matrix x that comes with a vector of coefficients γ, we use all the variables listed in Table 1 above. The term u corresponds to unobserved, individual specific heterogeneity (error term), which is assumed as unrelated to x, and v corresponds to random effect at the local authority area level. Assuming that a cumulative distribution of the error term is logistic delivers the logit estimator that we use.
Our primary interest is in how the likelihood of individual start-up activity correlates with immigration and ethnicity, both at the individual level and at the level of the locality. As there may be collinearity between the two, we first estimate a model with the immigration variable included and ethnicity excluded, and next the model that is designed the other way around. The third model includes both immigration and ethnicity variables, and in the fourth model we add the interaction effects between these two types of variables. In the final model, we include our structural indicator of local ethnic composition, the Ethnic Herfindahl Index.
ESTIMATION RESULTS
The estimation results are presented in Table 3 below. For the ease of interpretation, instead of logit coefficients we report odd ratios. When interpreting these, it is worth remembering that odds ratios higher than one represent positive effects; those lower than one represent negative effects.
{Table 3}
With respect to immigration, we see positive results both for the individual and for the local environmental level variables. The odd ratios for the two types of variables cannot be directly compared; both represent an effect of a unit increase in a variable, yet while for local environmental effects the variables are continuous and defined as shares, for individual effects these are dummies and therefore the odds ratios directly measure a difference resulting from being an immigrant.
We can, however, compare the individual effects of being an immigrant with that of being an in-migrant, and likewise the two environmental effects. For the individual effects, the odds ratio for being an immigrant is higher than for being a regional migrant, while both are positive and significant. Thus, we found strong support for Hypothesis 1.
The pattern is more complicated for environmental effects. In the model with migration only, the positive environmental effects of an immigrant population are stronger than those of a regional in-migrant population in the local area. However, as ethnicity is correlated with immigration, adding the former to the models makes the environmental effect of immigrant population weaker. In model five, with Ethnic Herfindahl Index, the environmental effect of immigrant population becomes insignificant. We may, therefore, argue that we have partial support for Hypothesis 3. This is consistent with the results that Lee et al. (2004) Turning now to ethnicity, we see that for most of the ethnic minority groups, the individual effects are positive and significant, consistent with Hypothesis 2. Based on Models 2 and 3, we find the strongest propensity for entrepreneurial activity among Black respondents, consistent with the results obtained earlier by Levie and Hart (2013) , and likewise for US by Koellinger and Minniti (2006) .
It is also interesting to look at the interactions between the ethnic variables and immigration; for each ethnic group these interactions represent the within contrast between immigrants and ethnic minority members born inside the UK. For a number of ethnic minorities, we find that (within those groups) immigrants are actually less entrepreneurial: this refers specifically to Black, Indian, and individuals of mixed ethnicity. We do not see this effect, however, with respect to White Irish and White Others, where the latter category captures the recent inflow of immigrants from the (enlarged) European Union, Poland in particular; these new European immigrants come across as entrepreneurial.
Last but not least, in Model 5 we add the ethnic Herfindahl Index as described above. The effects we obtain are significant and consistent with the theory we discussed earlier and with Hypothesis 4. Within diverse ethnic communities that we labelled as characterised by 'ethnic pluralism', the environment is conducive to start-up activities. As these communities become less diverse, the propensity to engage in entrepreneurial activity weakens, as we move towards 'ethnic polarisation'. Finally, however, in the most homogeneous communities, the propensity to engage in entrepreneurship increases again, albeit at a lower level compared to that of the situation of diversity outlined above (thus, more a J-curve than a U-curve pattern). These effects are illustrated by Figure 2 (online appendix).
We obtain some additional interesting results related to our controls. Higher education increases the likelihood of being engaged in nascent start-up activity and so does higher We did a few robustness checks to explore our results further. When we effectively isolated the impact of being in Inner London on the results by adding a corresponding dummy, the results on being an immigrant and on being the member of ethnic minority still hold. The result on Ethnic Herfindahl Index also remains significant, but that of having immigrants in the locality becomes mostly insignificant.
Similarly, with regard to the impact of the Ethnic Herfindahl Index, we explored if there are nonlinear effects of presence in a neighbourhood of both immigrants and regional migrants.
For the presence of regional migrants, both the linear and the square term turned out insignificant. For the presence of immigrants in the neighbourhood, the linear term was positive and insignificant, while the squared term positive and significant. Both terms were actually jointly significant, yet this model does not come as superior to the linear specification as reported in Table 3 , so we opted for the latter as the simpler one.
In addition, for ethnicity, we explored if the local population share of the ethnic group to which a given respondent belongs has an effect on his/her propensity to become an entrepreneur. It turned out not to matter. This is an interesting finding, as it suggests it is diversity and not having support from specific ethnic groups that matters across a locality.
Finally, due to multicollinearity concerns, we conducted multiple experiments, adding and removing the variables we have in our specifications, in order to see if some of the effects are sensitive to specifications related to the controls we used. It turned out they are not, again increasing our confidence in the final models we present.
CONCLUSIONS
Extant literature highlights the importance of a region's socio-economic environment for entrepreneurship (Fritsch and Storey, 2014; Sternberg, 2009; Bosma, 2009; Kalantaridis 2010 ).
Yet, we still do not fully understand which environmental factors matter and why.
The role of both economic structures of production and economic diversity, and that of knowledge base is well understood. Our argument in this paper, however, is to stress a different and underexplored dimension: that of values, both as represented by an individual, and as embedded in local culture. Here we bring in social psychology we learned from Schwartz (1990; and Pettigrew (1998) and argue that there is a link between local social values and entrepreneurship. In particular, we emphasise social diversity as a factor leading to a sustained change in values towards those supporting entrepreneurship; we posit this works via acceptance of non-standard behaviour.
In turn, individually-held values related to risk taking, novelty and experimentation make entrepreneurial behaviour, and specifically being engaged in a nascent start-up, more likely. At the same time, however, the impact of these individual predispositions will be attenuated, if the prevailing local social norms are not conducive to entrepreneurship; that is, where 'supportive cultural capital' (Light and Dana, 2013 ) is missing. Under such conditions, an individual considering engaging in a new start-up will not receive social support and will not secure cooperation, which may mitigate against the move from considering a new venture to starting a new venture.
It is again here where social diversity plays a role. It may transform a locality into one that becomes more tolerant of new ideas and non-standard behaviour, building a local culture of experimentation. This is the social environment we labelled 'pluralism' and contrasted with both social segregation and with social homogeneity.
We see our main contribution in this paper as shifting the emphasis from the concept of diversity that accentuates wider and richer pools of knowledge, towards the one that stresses that sustained diversity goes hand in hand with transformation of attitudes. This shift in attitudes towards a more open local society, when embedded, becomes a factor supporting innovation and entrepreneurship. This way we add a new idea to the concept of local 'entrepreneurship capital' (Audretsch & Keilbach, 2004; 2005) : we put forward a proposition about what type of local social structures may be conducive to attitutes supporting entrepreneurship and why.
At the same time, there are limitations to our work. The logic of our argument drives us beyond what can be directly supported by our data. While we assume attitudes as a transmission mechanism between social structures and entrepreneurship, we cannot test this mechanism directly. This leads us to an obvious call for further research. We posit that values and culture not only at the national level, but also at the local level should be taken seriously, and its linkages with entrepreneurship should be explored further.
Turning to immigration, based on our tests we find support for the notion that alongside ethnic pluralism, immigration is also good for entrepreneurship. With respect to immigration, applying a multi-level design, we were able to find support for the idea that the impact of immigration is twofold: immigrants are more entrepreneurial compared to indigenous respondents, and also their presence in the local environment increases the likelihood of entrepreneurial entry, albeit the latter effect remains sensitive to specification. As our dependent variable relates to individual effect, this alleviates our concerns on the environmental effects being driven by simultaneity (endogeneity).
Finally, with respect to ethnicity, it appears that individuals from ethnic minorities are more entrepreneurial. This is a strong effect especially for blacks, despite the literature's bleak portrayal of this ethnic group on both sides of the Atlantic (Gold 2016; Robb 2010, 2012; Ram, Theodorakopoulos & Jones, 2007) . Moreover, again, ethnicity affects the propensity for entrepreneurship as much via individual effect as via environmental local effect.
Conceivably, the latter is a complex one; as just argued we hope that our work helps to address the ambiguity found in earlier literature. We argue that it is ethnic pluralism as a characteristic of a locale with multiple ethnic groups that is most conducive to entrepreneurship. This is easy to see when noticed that the curve in Figure 2 (online appendix) can be extrapolated much further to the left than to the right; that is, it is (reversed) J-shaped not U-shaped as we originally
assumed. Yet, on the right-hand side of the graph, the ethnically homogeneous environments are actually performing better than polarised ethnic local areas. Thus, importantly, it is not the overall share of minorities that matters but rather the structural arrangements.
Generally, we find that some people are more entrepreneurial than others but also that people in some places tend to be more entrepreneurial: entrepreneurship is not space-blind and the local environment matters, as already emphasised by Jacobs (1961) in her seminal work on US cities. We find the positive effects of social diversity, as represented both by the share of immigrants as in Lee at el. (2004) and by the Herfindahl Index of Ethnicity we utilise.
Entrepreneurship is about creating novel organisations, which to survive and flourish need to building sustainable business ventures, and, consistent with our own argument, the recognition that connecting these businesses to wider business networks also means connecting to the communities in which they operate. 1  2  3  4  5  6  7  8  9  10  11  12  13  14  15  16  17  18  19  20  21  22  23  24  25  26  27  28  29 The potential range of Herfindahl Index runs from zero to one, where zero (on the left) represents more diversity and one (one the right) represents less diversity. The graph is constructed so that is shows variation in a range of one standard variation below and above the mean value that is where the estimates are the most credible. And while the graph cannot be extrapolated much on the right hand side, it can be extrapolated considerably on the left hand side. This indicates that the probabilities of the startup are much higher where diversity is high.
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. ii For an informative, thorough overview of themes in regional entrepreneurship research, see: Sternberg (2009) and a recent update by Fritsch and Storey (2014) .
iii See, however, Bosma (2009) .
iv However, the distinction between (country defined) ethnic majority and minority remains important, regardless of what constitutes local majority or minority; for example, the national level distinction still implies different access to resource base via external links. We are grateful to the anonymous referee for this point.
v For lack of space, we do not discuss the literature on the role of regional migrants in entrepreneurship. Please see: Levie (2007) ; Levie and Hart (2011); Reuschke (2015) and more. In addition to mobility of people, withincountry mobility of firms is also an important research direction (Egeln, Gottschalk, and Rammer, 2004;  Andreson and Klepper 2013). Also, a limitation of our data is that we cannot identify returning migrants, see: Li 
